FAX  FROM  ALLEN  L.  MORGAN 


OFFICE  TELEPHONE:  415/493-9300 
OFFICE  FAX:  415/496-4092 
OFFICE  VOICEMAIL:      415/354-4270  X4673 
HOME  OFFICE  TELEPHONE:  415/344-4097 
HOME  OFFICE  FAX:  415/344-4373 
CELLULAR:  415/699-1556 
INTERNET  *  amorgan§wsgr . com 


TO:  BREWSTER  KAHLE 

MESSAGE 

BREWSTER: 

PER  OUR  PHONE  CONVERSATION  OF  A  FEW  MINUTES  AGO. 
TALK  TO  YOU  IN  THE  MORNING, 


THIS  FAX  CONSISTS  OF  6  PAGES 
INCLUDING  THE  COVER  PAGE 

THIS  MESSAGE  IS  FOR  THE  SOLE  USE  OF  THE  ABOVE  INDIVIDUAL  OR 
ENTITY,   AND  MAY  BE  PRIVILEGED,   CONFIDENTIAL  AND  EXEMPT  FROM 
DISCLOSURE  UNDER  LAW.      ANY  OTHER  DISSEMINATION,    DISTRIBUTION  OR 
COPYING  OF  THIS  COMMUNICATION  IS  STRICTLY  PROHIBITED -  PLEASE 
NOTIFY  ALLEN  L.   MORGAN  AT  ANY  OF  THE  ABOVE  NUMBERS  BY  TELEPHONE 
IF  YOU  ARE  NOT  THE  INTENDED  RECIPIENT  AND  RETURN  THE  ORIGINAL 
MESSAGE  TO  HIM  AT  WTLSOM.   SONaiMI.   GOODRICH  &  RPSATI,   $50  P AQE 
MTliT,  ROAD.   PALO  ALTO.   GA  94304-1050-      YOU  WILL  BE  REIMBURSED  FOR 
YOUR  REASONABLE  PHONE  AND  POSTAGE  EXPENSES  FOR  DOING  SO. 
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<^(M_  a"y  payment  or  discharge  of  a  material  lien  or  liability  thereof  which  lien 

£  wilST8      rfCr  (i>  Sh°Wn  °n  tht  ba,anCC  ShcCl  aS  the  BiUancc  S^  Date  included  n 
the  WAIS  Fmancial  Statements:  („)  discharged  in  accordance  with  the  terms  of  any  contractual 
obligations  existing  on  the  date  hereof  and  disclosed  to  AOL  on  the  WAIS  Schedules  or 
(in)  incurred  in  the  ordinary  course  of  business  after  the  Balance  Sheet  Date;  or 

any  obligation  or  material  liability  incurred  by  WAIS  to  any  of  its  officers 
directors  or  shareholders,  or  any  loans  or  advances  made  to  any  of  its  officers,  directors  or       ' ' 
shareholders  except  normal  compensation,  commissions,  bonuses  and  expense  allowances 
payable  to  officers  consistent  with  past  practice  or  consistent  with  WAIS  contractual  obligations 
elsewhere  described  in  the  WAIS  Schedules.  uongauons 


Since 


emb»  31  WALS  has  tml  »nt»^A        r-y  ^TT~irn„  ,„  Contract  <** 


dgfin^  iprS?ytipn  2,22  herfof),and,haS SubmitteiLrioJm^^  claim  foT^rLnt  in 

connection  with  anv  rrnY^mgntrnnr^  Ur  p 

o  .  ,  ,2' 1 1     Agreements  and  Commitments,  Except  as  set  forth  in  Section  2.11  to  the  WAIS 
Schedules  or  «  hsted  in  Sm^2A2,  5^2,1^  or  SggtigP  2. 1  fr&  respectively,  to  the 
WAIS  Schedules,  as  required  by  Section  2. 1 2,  Section  2. 15,3  or  Section  2.  X  5.6,  as  the  case  may 
be,  WAIS  u  not  a  party  or  subject  to  any  oral  or  written  executory  agreement,  obligation  or 
commitment  which  is  described  below:  s 

L  J!l      (i)  Contract-  commitment,  letter  contract  or  purchase  order  providing  for 
payments  by  WAIS  in  an  amount  of  (1)  $35,000  or  more  in  the  ordinary  course  of  business  to 
any  one  vendor;  or  (2)  $20,000  or  more  not  in  the  ordinary  course  of  business  to  any  one  vend- 
or Oi)  quotation,  bid  or  proposal  providing  for  payments  by  WaIS  in  an  amount  of  ( 1 )  $35  000  ' 
or  more  m  the  ordinary  course  of  business  to  any  one  vendor;  or  (2)  $20,000  or  more  not  in  the 
ordinary  course  of  business; 

(b)       License  agreement  as  licensor  or  licensee  (except  in  cases  where  WAIS  is 
a  licensor  or  a  licensee  for  standard  (except  for  immaterial  deviations)  nun-exclusive  software  ' 
licenses  grated  to  end-user  customers  in  the  ordinary  course  of  business,  the  forms  of  which 
have  been  provided  or  made  available  to  AOL),  but  in  all  events  including  site  licenses  for 
products  and  each  agreement  that  provides  for  either  the  delivery  of  source  code  to  the  licensee 
or  escrow  of  such  source  code  for  the  benefit  of  such  licensee: 

to  anv  WAKr  Af*emenl  by  WAIS  l°  encUmber-  tr*nsfer  <*  sell  rights  in  or  with  respect 

to  any  WAIS  Intellectual  Property  (as  defined  in  Section  2. 12  hereof)  (except  in  cases  where 
WAIS  is  a  licensor  for  standard  (except  for  immaterial  deviations)  non-exclusive  software 
licenses  granted  to  end-user  customers  in  the  ordinary  course  of  business,  the  forms  of  which 
have  been  provided  or  made  available  to  AOL's  counsel); 

(d)       Agreement  for  the  sale  or  lease  of  real  or  tangible  personal  prooertv 
involving  more  than  $25,000  per  year;  y 
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9.1,2  Unless  otherwise  specifically  provided  herein  or  agreed  by  the  parties 
hereto,  this  Agreement  will  be  terminated  if  all  conditions  to  the  Closing  have  not  been  or  cannot 

reasonably  b6  satisfied  or  waived  on  or  before  May  ,  1995  unless  the  Closing  has  been 

extended  by  the  parties. 

9.2      At  the  Closing.  At  the  Closing,  this  Agreement  may  be  terminated  and 
abandoned: 

9.2. 1  By  AOL  if  any  of  the  conditions  precedent  to  AQL's  and  Sub's  obligations 
set  forth  in  Section  8  above  have  not  been  fulfilled  or  waived  at  and  as  of  the  Closing;  or 

9.2.2  By  WAIS  if  any  of  the  conditions  precedent  to  WAIS's  obligations  set  forth 
in  Section  7  above  have  not  been  fulfilled  or  waived  at  and  as  of  the  Closing. 

Any  termination  of  this  Agreement  under  this  Section  9.2  will  (i)  be  effective  upon  the  delivery 
of  notice  of  the  terminating  party  to  the  other  party  hereto,  except  as  provided  below  and  (ii)  will 


not  result  in  liability  for  either  party  to  the  othefTT    '.     T        i  1 

9.3  No-Shop  Provision:  Break  Up  Fee.  WAIS  agrees  that,  from  the  date  herfeof  until 
the  Closing  Date  or^h—liu  nmwui  ubuuduiuiiuit  of  th»  tninauitiuru  Lorrtimplutud  bj.this 

[greementVthe  "No-Shop  Period").  WAIS  and  Mr.  Brewster  Kahle  will  not,  and  will  not 
authorize  any  officer  or  director  of  WAIS  or  any  other  person  on  its  behalf  to,  solicit,  encourage, 
negotiate  or  accept  any  offer  from  any  party  concerning:  (i)  the  possible  disposition  of  all  or  any 
substantial  portion  of  WAIS's  business,  assets  or  capital  stock  by  merger,  sale  or  any  other  means 
or  any  other  transaction  that  would  involve  a  change  in  control  of  WAIS;  or  (ii)  the  sale  of  any 
equity  or  debt  securities  of  WAIS,  WAIS  will  promptly  notify  AOL  in  writing  of  any  such 
inquiries  or  proposals.  If  WAIS  merges  with,  or  WAIS  or  its  assets  are  acquired  by,  a  company 
other  than  AOL  or  a  wholly-owned  subsidiary  of  AOL  during  a  period  of  one  year  after  the  date 
hereof  March  17. 1995  and  if  discussions  with  such  company  concerning  such  acquisition  occur 
during  the  No-Shop  Period,  WAIS  (or  the  acquiring  company)  will  immediately  pay  AOL  the 
sum  of  $3,000,000  and  AOL  will  make  no  other  claims  against  WAIS  or  its  shareholders 
regarding  the  transactions  contemplated  by  this  Agreement.  WAIS  shall  have  no  obligations 
under  this  Section  if  AOL  decides  at  its  sole  discretion  not  to  proceed  with  the  transactions 
contemplated  by  this  Agreement  or  causes  such  transactions  not  to  occur  (other  than  as  a  result  of 
WAIS's  breach  of  this  Agreement  or  intentional  failure  to  cause  a  condition  of  Closing  to  occur). 

9.4  Certain  Continuing  Obligations.  Following  any  termination  of  this  Agreement 
pursuant  to  this  Section  9,  the  parties  hereto  will  continue  to  perform  their  respective  obligations 
under  Section  9,3  and  Section  1 1  but  will  not  be  required  to  continue  to  perform  their  other 
covenants  under  this  Agreement. 

10.  SURVIVAL  OF  REPRESENTATIONS,  INDEMNIFICATION  AND  REMEDIES 

10. 1     Survival  of  Representations.  All  representations,  warranties  and  covenants  of 
WAIS  contained  in  this  Agreement  will  remain  operative  and  in  full  force  and  effect,  regardless 
of  any  investigation  made  by  or  on  behalf  of  the  parties  to  this  Agreement,  until  the  earlier  of  the 
termination  of  this  Agreement  in  accordance  with  its  terms  or  the  Final  Release  Date  (as  defined 
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in  the  Escrow  Agreement),  wher  ;upon  such 


2,12,  2.14, 
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represent  tioi 


ded  that  the  represe  nations  an 
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the  first  arnjiveTsaryJ 


epresenxa**<Tns,\waxrant|es  and  i 
antics  contained  inlthe  foil 


cnt  the  same  apply 


prescntaiic  rts1^,  shall  remaii 


operative  ar 
S  Date:  (i)  Section  2.  j  (Ta» 


warrants/ 


>f  the  CIos 

laaMwWto  the  knowledge 


venants  will 
wine  Sections  2r*; 


sSting  on  or  before 
in  full  force  and 
,  to  the  extent  such 


>fvo 


intentional,  knowing 


willftil  rfflon  or  inaction  01.  WATS  and/or  Mr.  Kahle:  («)  Section  t.12  (Intellectual 
Propejctfo  to  the  extent  such  representation  and  warrantyjn?-"'  °|r'lf  1 A  Uo  the  knowledge 


of.  orl to  tie  intentional,  knowing  e*  wjllfj|if  flctjjon  or  inaction  ofr  WAlS  or  Mr.  Kahle 


and/or  (Bl  to  anv  claim  or  potential  claim  of  Thinking  Machines  Corporation  and/or  its 


trustees  of  administrators,  successo  s  or  assigns  ("TMC  Claims");  and  (t\l)  Section  2.14 


(Certain  Transactions  and  A^reemt  ntg,),Jp  the  extent  such  representation  and  warranty 


mfiv  nnnlwo  the  knowledge  of.  orffi ' 


HnrriTOmTonat  knowing  <mwillhl  action  or  inaction 


of.  WAIS  and/or  Mr.  Kahle  (collect!  relyr  the  "Specific  Representations ").  AOL's  and  Sub's 


representations,  warranties  and  covena  its  contained  in  this  Agreement  shall  terminate  as  of  the 
earlier  of  the  termination  of  this  Agree  nent  in  accordance  with  i*  terms  or  the  Final  Release 


Date. 


10,2    Indemnity  and  Escrow  Agreement.  Subject  to  the  limitations  set  forth  in  this 
Section  10,  the  WAIS  Shareholders  will  indemnify  and  hold  harmless  AOL,  Sub  and  its 
respective  officers,  directors,  agents  and  employees,  and  each  person,  if  any,  who  controls  or 
may  control  AOL  or  Sub  within  the  meaning  of  the  Securities  Act  (hereinafter  referred  to 
individually  as  an  "Indemnified  Person"  and  collectively  as  "Indemnified  Persons")  from  and 
against  any  and  all  losses,  costs,  damages,  liabilities  and  expenses  arising  from  claims,  demands, 
actions,  causes  of  actions,  including,  without  limitation,  reasonable  legal  fees,  net  of  any 
recoveries  under  applicable  insurance  policies,  or  indemnities  from  third  parties  or  tax  benefits  to 
"AOL  resulting  from  such  damage  and  known  to  AOL  at  the  time  of  making  a  claim  under  the 
Escrow  (hereinafter  referred  to  as  "Damages")  arising  out  of  (ir)(a)  any  misrepresentation  or 
breach  of  or  default  in  connection  with  any  of  the  representations,  warranties  and  covenants 
given  or  made  by  WAIS  in  this  Agreement,  the  WAIS  Schedules  or  any  exhibit  attached  hereto 
or  f**4(b)  any  claim,  demand,  action,  or  cause  of  action  brought  within  two  (2)  years  after  the 
Closing  Date  relating  to  any  matter  disclosed  or  required  to  be  disclosed  on  Section  2.22  to  the 
WAIS  Schedules  as  required  by  Section  2.22.2(f)  hereof  (the  "Section  2.22.2m  Matters"): 
provided  that  the  event  underlying  such  claim,  demand,  action  or  cause  of  action  occurred  prior 
to  the  Closing  Date.  Notwithstanding  anything  in  this  Agreement  to  the  contrary,  ID,  the  Escrow 

lares  shall  be  AOL's  and  Sub's  sole  recourse  for  breaches  of  all  representations,  warranties, 
agreements  and  covenants  made  by  WAIS  and/or  Mr.  Kahle  pursuant  to  this  Agreement,  other 
thantfae  Specific  Representations  and  the  Section  2.22.2(f)  Matters  and  fit)  the  AOL  Common 
StockAnii  .Mitten  r'  4  ™  *y*'~t      ed  or  granted  to  Mr.  Kahle-  and  any  proceeds 
thereof,  and  the  Escrow  Shares  shall  he  AOL's  and  Sub's  sole  recourse  for  breaches  of  the 
Specific  Representations  and  for  the  Section  2.22.2(f)  Matters.  Notwithstanding  the 
foregoing,  f^fw)  upon^he  Final  Release  Date.  Mr.  Kahle's  obligation  to  indemnify  AOL  for  any 
claim  relating  to  the  Section  2.22.2(f)  Matters  that  is  not  based  on  wtifttHw  intentional. 
knowing.ay  Willful  action  or  inaction  nf  WAIS  and/or  Mr.  Kahle  shall  be  limited  to  an  amount 
not  to  exceed  one hyndred  fifty  percent  frfl8%H50%)  of  Three  Hundred  Twenty  eight  Fortvsix 
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Thousand  Dollars  0G328.000).  fVK$346.000).  (x)  Mr,  Kahle's  obligation  to  indemnify  AOL  with 
respect  to  any  claim  relating  to  Section  2.22.2(0  Matters  shall  be  limited  only  ro  such  claims 
arising  under  those  Government  Contracts  entered  into  by  WA1S  prior  to  the  Closing  Date,  and 
(z)  Mf.  Kahlc  ahuti  have  no  liability  or  titoh'gatton  to  indemnify  AOL  for  Section  2.22.2(f)  Matter 
<*jai™*  tn  rh,.  +vtomt  nir.h  claim*  m.auh  fruin  AQL'.s  fttilmc  tu(y)  AOL  shall  use  commercially 
reasonable  efforts  to  mitigate  liability  to  WAlS  and/or  Mr.  Kahle  resulting  from  WAIS's  failure, 
before  the  Closing  to  properly  legend  WAlS's  software  upon  delivery  to  the  U.S.  GovernmenJ»i 
and  (z)  with  respect  to  anv  TMC  Claim  that  is  not  based  on  intentional,  knowing  ^willful 
action  or  inaction  of  WATS  and/or  Mr.  Kahle.  AOL  shall  be  responsible  for  the  defense 
thereof  (with  the  reasonable  cooperation  of  WAlS  and  Mr.  Kahle):  provided  that  all  legal 
fees  and  expenses  in  connection  with  such  defense  shall  he  included  as  Damages  hereunder. 
and  provided,  further  that  AOL  mav  not  enter  into  any  settlement  of  anv  TMC  Claim 
indemnified  bv  Mr.  Kahle  hereunder  without  the  prior  written  consent  of  Mr.  Kahle.  such 
consent  not  to  be  unreasonably  withheld  or  delayed.  The  indemnification  provided  for  in  this 
Section  10.2  shall  not  apply  unless  and  until  the  aggregate  Damages  for  which  one  or  more 
Indemnified  Persons  seeks  indemnification  under  this  Section,  exclusive  of  legal  fees,  exceeds 
$25,000  (the  "Basks!"),  in  which  event  the  indemnification  shall  include  all  Damages  (including 
the  Basket).  AOL  will  use  commercially  reasonable  efforts  to  obtain  recoveries  under  all 
applicable  insurance  policies  for  all  Damages, 

XI-  MISCELLANEOUS 

11.1  Governing  Law,  The  internal  laws  of  the  State  of  California  (irrespective  of  its 
choice  of  law  principles)  will  govern  the  validity  of  this  Agreement,  the  construction  of  its  terms, 
and  the  interpretation  and  enforcement  of  the  rights  and  duties  of  the  parties  hereto.  Any 
litigation  or  other  dispute  resolution  between  the  parties  relating  to  this  Agreement  will  take 
place  in  any  court  of  competent  jurisdiction. 

11.2  Alignment:  Binding  Upon  Successors  and  Assigns.  Neither  party  hereto  may 
assign  any  of  its  rights  or  obligations  hereunder  without  the  prior  written  consent  of  the  other 
pany  hereto.  This  Agreement  will  be  binding  upon  and  inure  to  the  benefit  of  the  parties  hereto 
and  their  respective  successors  and  permitted  assigns. 

1 1 .3  Severability.  Tf  any  provision  of  this  Agreement,  or  the  application  thereof,  is  for 
any  reason  held  to  any  extent  to  be  invalid  or  unenforceable,  the  remainder  of  this  Agreement 
and  application  of  such  provision  to  other  persons  or  circumstances  will  be  interpreted  so  as 
reasonably  to  effect  the  intent  of  the  parties  hereto. 

1 1 .4  Counterparts.  This  Agreement  may  be  executed  in  any  number  of  counterparts, 
each  of  which  will  be  an  original  as  regards  any  party  whose  signature  appears  thereon  and  all  of 
which  together  will  constitute  one  and  the  same  instrument.  This  Agreement  will  become 
binding  when  one  or  more  counterparts  hereof,  individually  or  taken  together,  will  bear  the 
signatures  of  both  parties  reflected  hereon  as  signatories.  Facsimile  copies  of  such  counterparts 
are  acceptable. 
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emnlovmfent  with  AOL  and  its  .subsidiaries  is  terminated  without  cq»$e  by  AQL  and/or  its 
snhridfrrdfr  then  during  and  with  fespeet  to  th*  third  vearAof  the  period  following 
■U  ■  ...inatio^  through  and  including  t^niration  of  the  Nnnjrnmpete  Per|pd  (as 
hereinafter  defined).  AOL  shall  (A)  pav  or  cause  to  be  paid  jfe  Participant  an  amount  equal 
to  the  same  base  salary  and  provide  the  same  benefits.  excluding  bonuses,  as  paid  and 
provided  to  Participant  hy  AOL  or  its  subsidiaries  at  theyfime  of  snch  termination,  on  the 
same  terms,  including  thninp  of  payments  and  otherwise  as  said  amounts  were  paid  and 
hPneflts  provided  to  Participant  during  Participant's  foploymgpt  with  AOI^Ott 
«,hslriiaries  and  ffil  shall  continue  the  vesting  of  Pat/icipant'S  Stock  options  on  the  same 
bask  as  such  stock  options  vested  while  Parlicipantfaas  employed  bv  AOL  or  its 

"^rfirfuiafininQ  limriitifinn  — :|1 upply  niii/1  thr  earlier  of  (i)  the  third  anniversary  of 


.1!I.iJ-IDJ7L)«1* 


the  Effective  t*rte  and  (ii)  the  later  of  (A)  the  second/anniversary  of  the  Effective  Date  and 
(B)  the  first  anniversary  of  Participant's  termination!*  employment  as  an  employee  of  AOL  and 
its  subsidiaries  fthe\^  Non-Compete  Period").      J  j     A\  ^j^t^t.,^..^ 


(b)     >The  foregoing  restrictions  w  11  not  apply  to  Participant's  personal 
investments  in  publiclyYaded  corporations  regard!  ss  of  the  business  they  are  engaged  in, 
provided  that  Participant\u>es  not  at  any  time  own  jp  excess  of  one  percent  (1%)  of  1 ' 
and  outstanding  stock  of  atty  such  corporation.    ^  ^  qjjj^  p^.iXrrs.  ^jlM^^. 

2         Other  Agreements.  Participant  represents  that  Participant  has  no  other  agreements 
or  commitments  that  would  hirtder  the  performance  of  Participant's  obligations  under  this 
Agreement  and  Participant  will  V>t  enter  into  any  such  agreements.  Participant  will  indemnify 
AOL  and  hold  it  harmless  from  aV  claims,  damages,  losses  and  expenses  incurred  by  AOL  as  a 
result  of  any  breach  of  Participant^  representations  and  obligations  under  this  Section  2. 

3,  AOL  Agreements-  Participant  shall  enter  into  AOL's  standard  Confidentiality, 
Non-Competition  and  Proprietary  Rights  Agreement,  which  is  attached  hereto  as  fixhibit  A; 
provided  that  Sections  10,  13  and  14s\all  be  deleted  from  such  agreement  as  to  Participant. 

4,  Nn  Obligation  to  EmploA  Nothing  in  this  Agreement  shall  confer  or  be  deemed 
to  confer  on  Participant  any  right  to  continue  in  the  employ  of,  or  co  continue  in  any  other 
relationship  with  AOL.  Sub  or  any  parent\  subsidiary  or  affiliate  of  AOL  or  Sub,  or  limit  in  any 
way  the  right  of  AOL  or  Sub  or  any  parenA  subsidiary  or  affiliate  of  AOL  or  Sub  to  terminate 
Participant's  employment  or  other  relationship  at  any  time,  with  or  without  cause. 

5,  Remedy,  Because  Participants  breach  of  Section  1  of  this  Agreement  will  cause 
AOL  irreparable  harm  for  which  money  is  inadequate  compensation,  AOL  will  be  entitled  to 
immediate  injunctive  and  other  preliminary  afcd  equitable  relief  against  any  material  breach  or 
threatened  breach  of  this  Agreement,  in  additfcn  to  damages  and  any  other  available  remedies. 

.    6.        Alignment-  Successors.  Due  \  the  unique  nature  of  the  services  to  be  provided 
hereunder,  Participant  may  not  delegate  his  or  ler  duties  under  this  Agreement.  This  Agreement 
is  binding  upon  and  inures  to  the  benefit  of  AC^  and  Sub  and  their  successors  and  assigns. 
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